
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  t h e  Hatter of: 

THE APPLICATION OF EAST LAUREL 1 

OF CERTAIN NON-RECURRING CHARGES 1 
WATER DISTRICT FOR THE INCREASE ) CASE NO. 9636 

O R D E R  

On J u l y  7,  1986, East Laurel Water D f s t r f c t  ("East Laurel") 

filed t a r i f f s  w i t h  t h e  Commission t o  increase t a p  o n  fees and 

certain n o n - r e c u r r i n g  s e r v i c e  charges w i t h  a proposed e f f e c t i v e  

da te  of August I f  1986.  

The  Commiss ion  is of t h e  opinion and finds t h a t ,  pursuant to 

KRS 2 7 8 . 1 9 0 r  f u r t h e r  p r o c e e d i n g s  a r e  n e c e s s a r y  in order to 

d e t e r m i n e  t h e  r e a s o n a b l e n e s s  of t h e  proposed r a t e s  a n d  t h a t  s u c h  

p r o c e e d i n g s  c a n n o t  be completed pr io r  t o  t h e  p r o p o s e d  e f f e c t i v e  

dates.  

P u r s u a n t  to 807 KAR S : O l l ,  S e c t i o n  l o f  East L a u r e l  must 

s u b m i t  to  t h e  Commiss ion  t h e  f o l l o w i n g  i n f o r m a t i o n :  

(1) Each r e q u e s t e d  ra te  r e v i s i o n  must be accompanied by: 

(a) A specific cost j u s t i f i c a t i o n  f o r  the proposed rates 

a n d  a f u l l  d e a c r l p t i o n  of tht, o q u i p m e n t  or rorv ice  p r o v i d e d  under 

tariff ( 8 0 7  KAR 5:001, S e c t i o n  6(2c)). The prOpO8t3d r a t e s  should 

st  h a r t  COVOL incremental costar  and a t e a e o n a b l e  c o n t r i b u t i o n  to 

o v e r  head. I n c r e m e n t a l  cos t s  are d e f i n e d  as those costs w h i c h  

would be s p e c i f i c a l l y  i n c u r r e d  in the p r o v i s i o n  of this service. 



(b) A copy of t h e  p u b l i c  n o t i c e  of e a c h  r e q u e s t e d  ra te  

r e v i s i o n  a n d  v e r i f i c a t i o n  t h a t  it h a s  b e e n  made p u r s u a n t  to 807 

KAR 5:011, S e c t i o n  8 .  I n  a d d i t i o n  t o  t h e  n o t i c e  r e q u i r e m e n t s  

c o n t a i n e d  i n  S e c t i o n  8 of t h i s  r e g u l a t i o n ,  t h e  u t i l i t y  s h a l l  a l so  

m a i l  a c o p y  of its f i l i n g  t o  t h e  A t t o r n e y  G e n e r a l ' s  Consumer 

P r o t e c t i o n  D i v i s i o n .  The A t t o r n e y  G e n e r a l  w i l l  t h e n  have 10 d a y s  

t o  n o t i f y  t h e  Commiss ion  i n  w r i t i n g  I f  i t  r e q u e s t s  a h e a r i n g  i n  a 

p a r t i c u l a r  case. 

( c )  A de ta i l ed  s t a t e m e n t  e x p l a i n i n g  why t h e  proposed 

c h a n g e s  c o u l d  n o t  h a v e  b e e n  i n c l u d e d  i n  t h e  m o s t  p r e v i o u s  g e n e r a l  

r a t e  case, and why c u r r e n t  conditions p r e v e n t  d e f e r r i n g  t h e  

proposed c h a n g e s  u n t i l  t h e  n e x t  g e n e r a l  r a t e  r e q u e s t .  

(d) An impact s t a t e m e n t  i d e n t i f y i n g  t h e  g r o u p  of 

c u s t o m e r s  affected by t h e  proposed t a r i f f .  The impact s t a t e m e n t  

s h a l l  i d e n t i f y  p o t e n t i a l  a s  w e l l  as e x i s t i n g  c u s t o m e r s .  

( e )  A c o p y  of t h e  u t i l i t y ' s  income s t a t e m e n t  a n d  b a l a n c e  

sheet for a r e c e n t  12-month  pe r iod .  

( 2 )  If t h e  a d d i t i o n a l  r e v e n u e  to  be g e n e r a t e d  from t h e  

p r o p o s e d  t a r i f f  r e v i s i o n s  e x c e e d s  by 5 p e r c e n t  t h e  t o t a l  r e v e n u e s  

p r o v i d e d  by  a l l  m i s c e l l a n e o u s  a n d  n o n - r e c u r r i n g  chargee for a 

r e c e n t  12-month period, t h e  u t i l i t y  m u s t  f i l e ,  i n  a d d i t i o n  to t h e  

i n f o r m a t i o n  set  o u t  i n  ( l ) ( a )  a b o v e ,  t h e  f o l l o w i n g :  An a b s o r p t i o n  

t es t  s h o w i n g  t h a t  t h e  a d d i t i o n a l  n e t  income g e n e r a t e d  by t h e  

t a r i f f  f i l i n g  will n o t  r e s u l t  i n  an increase  i n  t h e  r a t e  of r e t u r n  

(or other  app l i cab le  v a l u a t i o n  m e t h o d s )  t o  a l e v e l  g r e a t e r  t h a n  

t h a t  w h i c h  w a s  a l l o w e d  i n  t h e  m o s t  r e c e n t  r a t e  case. Any g e n e r a l  

rate i n c r e a s e s  r e c e i v e d  d u r i n g  t h e  12-month per iod m u s t  be 
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. 

a n n u a l i z e d .  A n y  s i g n i f i c a n t  cost changes  may be i n c l u d e d  but  must 

be  documented a s  p a r t  of the f i l i n g .  

There is n o  need f o r  an a b s o r p t i o n  test i n  relation to t a p  o n  

fees, These c h a r g e s  a r e  p r o p e r l y  accounted for a s  a c a p i t a l  

e x p e n d i t u r e .  They a r e  n o t  r e c o r d e d  as revenues  and have no impact 

o n  t h e  diStliCt'8 income etatement. 

IT IS T H E R E F m E  ORDERED t h a t :  

1 .  The proposed rates b e  and t h e y  hereby a r e  suspended for 5 

months on and after the date  of t h i s  Order. 

2. Within 30 days from t h e  date of t h i s  Order East Laurel 

s h a l l  f i l e  w i t h  the C o m m i s s i o n  a l l  i n f o r m a t i o n  as h e r e i n  

prescribed i n  compl iance  with 807  KAR 5~011. 

Done a t  Frankfor t ,  Kentucky, t h i s  1st day of-t, 1986. 

PUBLIC S E R V I C E  COMMISSION 

ATTEST: 

e x e c u t i v e  Dfr  ector 


